The valuation of a (non-totalitarian) shareholding in capital stock is characterized by some critical conditions, which are mainly related to the fact that the transfer or acquisition of the same can determine the transfer of control from one subject to another. It follows that the value of the investment can not simply be equal to the proportional value of the share capital, but should include premiums or discounts. Discounts and premiums do not just affect the value of a company; they play a crucial role in influencing a host of other factors and conditions that can make or break a deal. When it comes to business valuations, it is the business appraiser's responsibility to be intimately knowledgeable with every aspect of discounts and premiums: the different types, the situations when they may or may not apply, and how to quantify them. The paper has a twofold approach: on the one hand, it analyzes the main reference literature on the definition and characteristics of premiums and discounts and the recognition and quantification of the same; on the other, subsequently, it examines the behavior adopted by the Italian professional practice in recognition and appreciation of prizes and discounts.
Introduction
The theme of the evaluation of business has always been characterized by an interest in both the "professional" type, aimed at business owners, managers, financial operators and professional practitioners, and the "theoretical" type concerning the scholars of the best companies disciplines. The latter, in particular, have initiated an extensive scientific production initially focused on general aspects of the evaluation process, such as the development of traditional valuation methods (Onida, 1951; Ferrero, 1966 , Coda, 1963 Viganò, 1967) and innovative (Romano & Taliento, 2002) , and then move towards special cases, such as the valuation of companies in crisis (Liberatore et al., 2014) , the evaluation of business units (Mu-frock, 2001) or holdings (Oricchio, 1993; Onesti, 2002; Zingales, 1995) .
Our work is part of the latter, with the aim to address the various issues related to the estimation of capital holdings, expressed as shares or quotas. When, in fact, the estimated object is not an entire company, but a participation in the capital, the evaluator is faced with the problem of deciding whether the value of a single share (or ideal portion) is equal to a constant average value (ratio of the value of net assets to the total number of ideal shares or quotas) or if, instead, it should vary in the ratio of: (a) the control premiums, when the unit value attributed to the shares is greater than the average value (50 % + 1); (b) the minority discounts, when the unit value attributed to the shares is less than the average value.
Once limited the circumstances in which it is appropriate to make use of premium or discount, the appraiser must quantify these amounts. discounts and the recognition and quantification of the same, this paper aims to examine the behavior adopted by Italian professional practice at the valuation of non-entire investments.
The study is based on an initial sample of 58 appraisals made on several occasions (bankruptcies, arrangements with creditors, transfers, disposals) dealing exclusively with the evaluation of corporate shares.
The main objective is to "observe" the modus operandi of Italian professional practice in the recognition and respect of premiums and discounts in the valuation of non-entire investments.
The study, which is part of the debate about the opportunity to make use of rewards and discounts at estimates of non-entire investments (Oricchio, 1993; Onesti, 2002; Bigelli & Sapienza, 2003; Guatri & Bini, 2005; Massari et al., 2004; Bernini, 2011; Ferraro, 2015) enriching the analyzes conducted on the quantification methods of premiums and discounts by Italian practice (Zingales, 1994; Dick & Zingales, 2001; Hanouna et al., 2001; Nenova, 2003 ; Coronella, 2010) .
In addition, the results arising from this "observation" are intended to help improve knowledge on the quality of appraisals made in a country like Italy, where increasingly there is a need to adopt a body of evaluation principles able to guarantee not only the estimation of provable, rational and reliable absolute values, but also a uniformity of "behavior" in the performance especially on "special" occasions such as the estimation of a non-entire participation can be.
The rest of the paper is organized as follows: Section 2 deals with the analysis of the literature on the definition, characteristics and types of premiums and discounts, as well as on domestic and foreign models and empirical evidence. The section concludes with the definition of research hypothese. Section 3 describes the research methodology and sample and data collection; Section 4 contains the main search results. The study concludes with a discussion of the main results and future research prospects.
Literature Review
In this section we analyze the main literature on the economic value of participation in the capital. After a brief review of studies aimed at further defining the characteristics and the different types of premiums and discounts on the occasion of the estimate of capital holdings, were analyzed the main models developed by the doctrine and the empirical applications for quantification of these quantities.
Literature Review on Definition, Characteristics and Types of Premiums and Discounts
A rough definition of control premium, also called majority premium, is the cash surplus which the shareholder is willing to pay to get control of the company. The control premium is "the extra price that is paid for the right to appoint the majority of board members" (Zingales, 2008) .
The International Glossary of Business Valuation Terms defines the control premium as "the sum -expressed in currency or percent -representing the difference between the value of a controlling stake and the value of a non-controlling participation in a society". Zanda et al. (2013) state that "control awards are a recognized plus to the value of an investment compared to the corresponding portion of the total economic capital, for the simple fact of allowing the control of a company."
In "Mergerstat Control Premium Study" the control premium is defined as "the additional consideration that an investor would pay over a marketable minority equity value in order to own a controlling interest in the common stock of a company".
In other words, the control premium represents that magnitude to be added to the base value of the company's capital, considered pro-rata basis, in order to introduce in the value of the shares the benefits and advantages that affect the person who has control of a given companies, although not possessing the entire share capital (Massari, 1989) .
Regarding the recognition of that surplus value to a control package, a first approach considers that the majority of the premium comes from the possibility, on the part of those who own control, to purchase, at a later time, shares held by minority shareholders at a lower price than the commercial value of the same (theory of the shortest residual cost of capital) (Guatri & Bini, 2005) . Regarding this, Guatri (1990) notes that it is not always easy to predict the behavior of the minority shareholders. These, in fact, may not be willing to sell their shares, or to sell them at a higher price than their economic value. Moreover, in the case of listed companies it appears unlikely that the buyer of a majority stake intends to bring his stake beyond certain levels (this being due to the reduced investment theory that will be discussed later).
For others, the majority of the premium has its foundation in the possibility, on the part of the owner of the ijbm.ccsenet.org International Journal of Business and Management Vol. 12, No. 2; 2017 controlling interest, to exercise influence over the management of the bank, therefore over the typical investment risk. That argument, however, cannot be accepted as a general basis since it would materialize only in the event that the companies were operating in contexts characterized by the absence of legislation for the protection of minority shareholders.
Finally, according to another theory, the majority of the premium comes from the fact that those who buy a control package have the ability to exercise a "dominant influence" on the company through an investment below that needed to acquire the entire share capital (reduced investment theory). According to 2359 Civil Code, the control of a company can be classified in three main categories: i) the holding of an absolute majority of the votes at the meeting (of law enforcement); ii) possession of a share package of a size such as to guarantee the exercise a dominant influence on the resolutions approved there; iii) the existence of contractual obligations such as to enable a dominant influence on the business.
From the above, it follows that control can be exercised both through the ownership of the absolute majority of shares and through minority shareholdings that are able nevertheless to attribute the relative majority of the votes in the ordinary shareholders' meeting. In the present study, the control word is used both to refer to questions of the absolute majority packages, as well as those of de facto control carriers.
In these terms, therefore, the majority of the premium should be recognized on packages lower than 100% , in an increasing percentage to the diminuation of the representative quota of the package, reaching the upper limit in correspondence to a representative package of the minimum percentage of sufficient properties to ensure control (usually 50% + 1) (Onida, 2005, p. 663) .
Instead, as regards the minority discount this is understood as the lower value recognized to a share that does not give the benefits of the participatory control; it can also be affected by the lower tradability of a minority stake compared to a controlling stake, thus becoming assimilated to a discount for lack of liquidity (Bertoni & De Rosa, 2014) .
In practice it often happens that a minority discount is considered the opposite of the control premium, although that does not mean equivalence quantitatively (Guatri, 1998) , while according to others (Onesti, 2002; Coronella, 2010 ) the minority discount, when not confused with the lack of marketability leading to c.d. liquidity discount, either it does not exist, or it exists in extreme cases.
The definition of premiums and discounts is therefore not as clear-cut as one might think and the issue should be dealt with great caution taking into account the possible types that can be identified with respect to different categories of investments subject to valuation (Ferraro, 2015) and situations (first owner, corporate governance model structure) in which premiums and discounts should apply.
Literature Reviews on Quantification of Premiums and Discounts
The analytical estimate of premiums and discounts implies the definition of hard-driver identification and quantification that require assumptions often unproven and therefore, by nature, extremely arbitrary. Over time, however, the company's economic doctrine has developed some methods that allow you to estimate the value (Oricchio, 1993; Barclay & Holderness, 1989; Zingales, 1995) and which then found empirical application over the years in various countries, namely taking into account the different types of packets exchanged and the perspective adopted (Dick & Zingales, 2004; Massari et al., 2004; Hanouna et al., 2001; Nicodamo & Sembenelli, 2000; Linciano, 2002; Zingales, 1994; Nenova, 2003; Bigelli & Sapienza, 2003) .
Although, in fact, it being the more neutral theoretical approach because it is not based on data of previous transactions, the complexity of the elements that make up a control premium (and a discount), is too simplistic and one runs the risk of committing errors of assessment. From here the recourse to an empirical approach in professional practice generally based on available information of previous transactions, of course, selecting the transations of those companies with features that are closest to the transaction that requires an evaluation.
Despite the extensive use of the empirical approach, also it brings some limitations. In the first place, one must consider that information is only available regarding listed companies, while in practice very often this information is used for the calculation of non-listed companies control premiums. Furthermore, the measured data have a strong dispersion, which influences the average calculated. Using the median solves the problem; in any case, however, its significance is not always great, because the sample is often very low, especially because in narrow time spans there are quite few control vertex exchange transactions. Through analysis of the studies reported in Table 1 it is possible to identify different ranges of value attributable to premiums and discounts depending on the model or empirical research that is followed. Oricchio (1993) The box model diagram (or chart "in the box") is based on the assumption of the presence of two simplistic shareholders (A and B) who divide the totality of the investments related to a company. Barclay & Holderness (1989) The basic assumption of the proposed model is that the price observed in the market in which minority packages are exchanged is capable of incorporating the change in value suffered by the actions widespread once news breaks of the transfer of control of the company.
Zingales (1995)
The model is based on the distinction between actions with voting and non-voting rights inferring the control value from the difference in prices of the two categories of shares. The idea is that the shares traded on the stock market with the right to vote, although not belonging to the control package, incorporating part of the private benefits and, therefore, are deserving of a plus value compared to those without the right to vote. From the analysis of different studies reported in the Table 1 , as is apparent that whereas for the doctrine majority premiums can be attributed, a value which abuts in a range between 15% and 30%, according to the characteristics of the company to be evaluated, empirical research has identified a reasonable range for the listed ijbm.ccsenet.org
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International Journal of Business and Management Vol. 12, No. 2; 2017 companies of between 12% and 18% in Italy, so that would overlap with the minimum indicated by the doctrine.
The present research work is driven from the above-described framework. In particular, through the analysis of a sample of expert appraisals relating to the valuation of non-entire investments, it was intended to verify, first, the recognition by the Italian professional practice of premiums and discounts and then subsequently to analyze quantification of the same modality.
The research hypothesis are, therefore, the following:
H1: Verify whether the experts, in the implementation of the evaluation process for the estimation of a non-entire investment, recognize a plus (or minus) value as majority premium (or minority discount); H2: Verify, if recognized, the methods of quantification of premiums or minority discounts.
Sample and Methodology
In order to investigate the objectives defined above the modus operandi of professional practice was observed through the analysis of a sample of appraisals made by Italian experts on several occasions (bankruptcies, extraordinary operations) and covering covered only the evaluation of equity investments. Through observation of the behavior adopted by the valuation practice, this study helps to improve knowledge on the quality of valuation reports drawn up in Italy where only recently, however, the principles of evaluation were introduced on a voluntary basis. The collection of the reports was carried out directly from the web, on several sites dedicated to the judicial auctions and on the Italian Stock Exchange web site, or by the courts involving the on line deposit of the same. In order to broaden the sample being analyzed, also an alternative search mode was adopted contacting professional firms that operate in the field of business valuation.
The initial sample of 58 surveys was then reduced by 10 reports relating to the estimate of totalitarian investments for which recognize premiums or discounts are not recognized. The methodology used for the collection of quantitative information necessary to test the research hypotheses included the construction of a check list developed on three levels of information. In line with Ferraro & Liberatore (2016) , the first level includes the essential requirements that a valuation report should possess in order to be described as adequate, regardless of the subject to be evaluated, and that refers to the minimum content required in the accounting principles IVS 101 -Scope of Work and IVS 103 -Reporting issued by the International Valuation Standards Council (IVSC), as well as the Italian Valuation Principles (PIV) issued by the OIV.
The second level of the check list regards those aspects that allow the expert to: i) qualify the type of ownership interest being valued and whether the packet transfers some (or all) of the powers of control, ii) analyze the equity interests held by other shareholders and assess the potential effect on the value of the ownership interest being valued; iii) understand the characteristics of the stock and the related rights; iv) include all the elements that can affect the value of the participatory interest; v) verify the information which can be accessed (see. PIV, III.3.2.).
Finally, the third level of the check list is focused on the collection of information concerning: a) the rules for estimating the value base to the company's capital; b) the reasons for the award of majority premiums or minority discounts, if any; c) the procedures for quantifying the majority premiums or minority discounts used by the appraiser to estimate the final economic value attributed to non-entire investment.
The degree of presence of this information in the estimation allows us to provide an overall opinion on the quality with which they have been drawn up based on the following parameters (Ferraro and Liberatore, 2016) : -"adequate" when the valuation reports have at least the minimum content requirements in the first level of the check list; -"good", when in addition to the minimum content the valuation reports present detailed information on the second level of the check list; -"very good" when the valuation report, accompanied by a minimum content and detailed information, is enhanced by a clear explanation of the mode of analytical quantification of premiums and discounts.
To test the degree of quality of the valuation reports in the sample, for each of them the presence (or not) of the information provided in the three levels of check list were found. While, to test the research hypotheses, only the information relevant to the second and third level of the check list was considered. In fact, while the information on the first level is generic and common to all valuation reports, so regardless of the purpose for which it is made (eg. a state of crisis faced by the company) those of the second and third level refer specifically to the estimation of their shareholdings and, therefore, are closely related to our goals.
The next section presents the empirical results of the analysis conducted on the basis of the methodological ijbm.ccsenet.org International Journal of Business and Management Vol. 12, No. 2; 2017 88 process thus far outlined.
Results
Quality in Valuation Reports
From an examination of the object of study reports a positive opinion can be expressed about the degree of transparency and completeness of the same in terms of basic information. With reference to the first level of the check list made we have verified, in fact, that in the totality of the sample analyzed the evaluators set, albeit in different ways, their report with a broad and clear information on the aspects that constitute the minimum content required by IVS 101 and 103 and PIV. In so far, however, as the valuation report should present the most detailed aspects regarding the more specific object of the ownership interests, the lack of information starts to appear.
In particular, with regard to the second level of the check list, against information, albeit minimal, about the identification of the type of ownership interest under valuation, rights and/or control powers transferred with the ownership and the elements that can affect the ownership interest value, the study shows strong lack of information about the shares held by other shareholders and the potential effect on the value of the ownership interest being valued.
With reference to the third level of the check list, from the research it emerges how in all the reports analyzed the the rules for estimating the value of the company's capital base are indicated in detail, whereas where there are any premiums or discounts, the motivations underlying their recognition appear limited and superficial. Finally, as we shall see in the next paragraph, in no case analyzed was an attempt made to quantify analytically the majority premiums or minority discounts awarded and they limit themselves to definitions at flat rates.
In conclusion, wanting to make a judgment on the quality of appraisals made by Italian professionals it can be said that they have a minimum of information content, but are in most cases lacking in specific information on the recognition mode and quantification of premiums and discounts.
The Modus Operandi of the Italian Professional Practice
From the analysis of sample surveys dealing exclusively with the estimate of non-entire investments it emerged how in 79% of cases the value of the share is determined simply by applying the ownership percentage of share capital to the value of the structures estimated by the assessment methods that the expert considered it more appropriate to adopt.
In particular, in all valuation reports observed the valuation of the investment was made through an evaluation process in three stages: -Estimate of the economic value of the company as a whole, through the traditional application of the evaluation methods without the subjects suffering any adjustment in the evaluation parameters; -Estimate of the value base, determined by applying to the entire capital value of the company the representative percentage of the share investment ; -Estimates of premiums (or discounts) that, by adjusting (increasing or decreasing) the proportional value, lead to the estimate of the shareholding.
In only 10 cases, the appraiser provided for an adjustment of the quota, the translation of the premium or discount. Of these, in 6 cases a majority premium and in 4 a minority discount was recognized: a special case is to be found in the "estimate of shares equal to 98% of the capital of the company Beltservice Srl owned by Industria Gomma Srl subject to bankruptcy proceedings", where despite a stake in the share capital of 98% being transferred, a minority discount is estimated owing to failure to possess the entire stake.
In summary, based on the results obtained from the analysis of the 48 appraisals it shows how the Italian professional practice called upon to estimate the non-entire company shares rarely proceed to the analytical estimate of premiums and discounts.
Such an attitude could be attributable to difficulties in the implementation of a process of quantification of premiums and discounts for which the definition of difficult to identify and quantify drivers would be needed which require often unproven and therefore, by nature, extremely arbitrary assumptions.
The study shows, in fact, how the professional practitioner falls back more easily on the application at flat rates to be applied to the value of the economic capital fraction, the object of the buying and selling. These percentages, an expression of the empirical evidence often conducted on (crude) price differences, range from a single percentage to the identification of variable percentages according to the percentage of share capital subject ijbm.ccsenet.org International Journal of Business and Management Vol. 12, No. 2; 2017 to sale by presenting in either case a number of limitations. The fixed percentage has the obvious limitation of determining an increasing majority premium with an increase in the purchase share, in contrast to the assumptions that underlie the recognition of a majority premium. Variable percentages, on the other hand, have their limit in the extreme arbitrariness of their determination.
Finally, it should be noted that the practitioner very often merely indicates the percentage attributed to the premium or discount without any explanation about the procedures for defining the above requirement.
Concluding Remarks and Suggestions for Future Research
In this study it was intended to "observe" the modus operandi of the Italian professional practice in the recognition and respect of premiums and discounts in the valuation of non-entire investments with a twofold objective:
To contribute to the debate in national and foreign literature, about the recognition and quantification of premiums and discounts on the occasion of estimates of non-entire investments; -Evidence of the quality of the valuation reports produced by Italian professionals involved in the estimation of non-entire investments.
The analysis was conducted on a sample of 58 expert appraisals relating to the estimation of equity investments.
Regarding the first objective, the analysis of the main literature (Oricchio, 1993; Zingales, 1994; Dick & Zingales, 2001; Hanouna et al., 2001; Onesti, 2002; Nenova, 2003; Bigelli & Sapienza, 2003; Massari et al., 2004; Guatri & Bini, 2005; Coronella, 2010; Bernini, 2011) has shown how the valuation of non-entire investments, with the subsequent award of the control premium (or minority discounts) can be complicated and multifaceted.
The difficulties of the subject emerge already in a first phase when trying to define a value base on which to apply an eventual premium (or discount) then further complicated when the expert, recognizing the need to rectify the value basis, wants to carry out a proper quantification of these quantities.
As already highlighted, while one can rely on the estimation criteria for the estimation of the value basis, for the calculation of the control premium (or discount) it is necessary to rely on an analysis able to retrieve those economic determinants that take account of the different degrees of control of the enterprise by holders of venture capital.
In other words, in the estimation of the control premium account must be taken of the probability of obtaining private benefits associated with it, corresponding to investments that are associated with administrative rights in different fields.
The rights exercised through the ownership of a given investment are also determined by the regulations in force in the country of the company and by the articles of incorporation of the same. The administrative rights of an investment, in turn, impact on the extent of the powers of control which, as noted, are directly related to deriving private benefits. From the above, therefore, the link is clear between the size of the investment, considered together with the rights which it bears, the distribution of capital to shareholders and the amount of premiums and discounts related to the control.
The observation of the behavior adopted by professional practitioners in the estimation of premiums and discounts highlighted the ease of use of the same application at flat rates to be applied to the value of the bought and sold economic capital fraction. These percentages, an expression of empirical evidence often conducted on (crude) price differences, range from a single percent to the identification of variable percentages according to the percentage of share capital subject to sale by presenting a number of limitations in either case. The fixed percentage has the obvious limitation of determining a majority premium increasing with increasing purchase share, in contrast to the assumptions that underlie the recognition of a majority premium. The variable percentages have, on the other hand, their limit in the extreme arbitrariness of their determination.
Finally, it should be noted that very often the professional practitioner merely indicates the percentage attributed to the premium or discount without any explanation as to the mode of defining the above requirement.
As regards the quality of the analyzed reports, in line with previous studies (Ferraro and Liberator, 2016) it can be said that they present a minimum of information content, but are deficient in the majority of cases in terms of specific information on the object of the evaluation and, with reference to the object of our study, the recognition mode and quantification of premiums and discounts. information as well as in the implementation of the estimate process and in those measures, which are often conflicting also in "similar occasions". This leads to the need that also in Italy as occurs with the budget, the experts have to adopt a body of recognized and appreciated valuation principles able to drive to the estimate of provable, rational and reliable absolute values, and so ensure a uniform attitude.
The main limitation of the study lies in the reduced sample size and extent of the period investigated which suggests caution in interpreting the behavior of Italian professional practice.
Among the positive elements of the study it should be emphasized that it is the first study to investigate the modus operandi of Italian professional practice in calculating the majority or minority discounts awards as part of the estimate of a non-entire investment.
Any such thematic developments could be deepened by expanding the number of surveys examined, referring for example to collecting "papers" filed with the courts.
Further insights into the analysis may have as object an extension of the investigation to other countries with the aim of making a comparison with international professional practice in occasion of "similar" situations.
